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KEY ECONOMIC INDICATORS - THAILAND 


All values in million U.S.$ Exchange rates as of September 1975 
Unless otherwise stated. U.S.$1.00 = $20.00 


A pl/ o2/ p?/ 
1973 1974 1975 Percent 
(Cumulative) Change 


INCOME AND PRODUCTION 
GNP at Current Prices (Mill. U.S.$) 10,738" 13,550 
GNP at Constant (1962) Prices (Mill.U.S.$) 7,385" 7,628" 
Per Capita GNP, Current Prices (U.S.$) 2607 3187 
Production of major items (‘000 M.T.) 
Rice (Paddy) (75/76) 14,175 14,180. 14,800° 
Corn (Shelled) 2,300 2,550  2,800° 
Rubber 412" 380° 400° 
Tin ore (5/75) 29 28 11 
Cement (5/75) 3,706 3,923 1,656 
Petroleum Products (Mill. Litres)(4/75) 7,803 6,804 2,705 
MONEY AND PRICES 
Money Supply (5/75) 1,497 1,646 1,726 
Public Debt Outstanding (4/75) 2,559 2,546 2,646 
External Debt Outstanding (4/75) 436 503 536 
External Debt Repayment & Interest 
as % of For. Exch. Earnings (3/75) 2.2% 1.7% 1.6% 
Interest Rates: 
Comm'1 Bank Prime 10.5 12.5 11.5 
Comm'l Bank Average 10.5-14 12.5-15 10.5-15 
Indices: : 
Consumer Price (1962 = 100)4/ (6/75) 139.5 172.0 177.4 
Wholesale Price (1968 = 100) (6/75) 136.6 176.1 180.6 
BALANCE OF PAYMENT AND TRADE 
Gold and For. Exch. Reserves2/ (6/75) 1,082 1,564 1,751 
Balance of Payments (3/75) 43 202° 
Balance of Trade (5/75) - 478 - 167° 
Exports, FOB (5/75) 1,611 P 1,051" 
U.S. Share (5/75) 163 93h 
Imports, CIF (5/75) 2,109 1,218? 
U.S. Share (5/75 296 184? 
Main Imports from the United States: (Mil?.$)(5/75)?: Machinery, Mechanical 
appliances and parts (4.6), Tobacco (22.0), Iron and Steel (2.8), Cotton(14.6), 
Vehicles (0.5), Electrical Machinery (7.3), Petroleum Products (4.3), Chemical 
Products (3.0), Fertilizer (16.5). 
Footnotes: (r) revised (P) Preliminary (e) estimate for full year 
1/ Data are converted at % 20.0 = $1.00 
2/ To date shown, otherwise for CY 4/ For Bangkok-Thonburi 
3/ Change from same period in 1974 5/ Net Foreign Exchange position 
Sources: National Economic and Social Development Committee; Bank of Thailand; 
Business Economic Department; Customs Department; National 
Statistical Office. 





SUMMARY 


Thailand deserves great credit for the manner in which she 
has faced up to the challenge presented by the changed 
power relationships in Southeast Asia. In addition the 
Government has skillfully managed to minimize the domestic 
impact of the world price rises brought on by the food and 
fuel crisis. On the domestic side, the past six months 
have strengthened the prospects for a continuation of the 
country's democratic system. World recession, fears that 
Thailand's security has been placed in jeopardy by the 
Communist victories in Indo-China and adverse publicity in 
the international press which has pictured the exercise of 
new freedoms (e.g. the right to strike) as socially de- 
stabilizing have all combined to discourage many potential 
foreign investors from coming to Thailand. However, new 
foreign investment has by no means dried up. A number of 
major projects are going forward and the Government is 
moving rapidly to reassure the mternational business 
community that the fundamental strengths of the Thai economy 
have not been affected. 


Agricultural production of Thailand's major crops is headed 
for a near-record harvest owing to increases in area planted 
and favorable weather. The volume of both exports and 

imports has slowed as compared to last year due to world 
recession and a balance of payments deficit is being projected 
for the second half of the year. The rate of inflation, 
however, has been significantly reduced. 


Opportunities for many American manufacturers and exporters 
exist in agriculturally-related commodities, the industrial 
and mining sectors and in the supply of consultants for 
management and technical skills. 





CURRENT ECONOMIC SITUATION AND TRENDS 
THAILAND IS NOT A TEETERING DOMINO 


Recently leading Thai government officials have taken to 
various public fora in the country and abroad to reassure 

the international business community about Thailand's 
fundamental strengths. While the audience has mainly been 
bankers and businessmen, the message has been heavily 
political. The effort is being made to counter the negative 
view of Thailand which has gained wide currency in the 
aftermath of the Communist victories in neighboring Indo-China. 
Thailand, with its long, exposed borders, domestic social 
unrest, nascent constitutional system and existing insurgencies 
is pictured in this view as a teetering domino. 


Thai leaders take serious exception to such an alarmist view. 
Indeed in an August speech to the American Chamber of 
Commerce in Bangkok, Prime Minister Khukrit said that 
Thailand is a better place for doing business than ever 
before . Finance Minister Bunchu in talks to businessmen 
and bankers in New York and Chicago took a positive view of 
social unrest in Thailand, characterizing it as a healthy 
sign of Thailand's new democracy. Without fully subscribing 
to. these views, most objective observers agree that the 
country's fundamental strengths outweigh its weaknesses. 

The Thai Government deserves great credit for the manner in 
which it has conducted itself in adjusting to the changing 
power relationships in Southeast Asia resulting from the 
declining American security role in the area and the collapse 


of the American-supported governments in Indo-China. 


No country in the world is as much challenged by the fall of 
all Indo-China to the Communists as is Thailand, but it has 
not teetered. It has deftly handled the opening of relations 
with Peking, while maintaining a correct and firm posture 
with regard to relations with Hanoi and the new governments 
in Phnom Penh and Saigon. It has shown great maturity and 
forebearance in dealing with the government in Vientiane. 
The long-range challenge from Hanoi and from foreign-backed 
insurgency remains, but the skillful manner in which the 
Royal Thai Government has handled its foreign relations in 
the aftermath of the Indo-China debacle has strengthened it 
for the long haul. 


TWO YEARS OF DEMOCRACY: SO FAR SO GOOD 


Thailand's old military regime collapsed in October 1973; 
the Parliament elected under the new constitution has been 
in operation since last February. One of the notes of 
caution in the Embassy's Economic Trends Report six months 
ago was the potential instability arising from the large 





number of parties in the National Assembly, none with any- 
where near a majority of the seats. At the time our report 
was written one attempt at forming a government had failed 
and the second, led by Khukrit Pramot, had commanded only 

a slim majority constructed from an alliance of many parties. 
The Khukrit Government has defied the pessimists by not only 
maintaining itself in office but by strengthening its hold 
on the government. Among the major accomplishments of the 
Khukrit Government have been the institution of a system of 
direct grants to local governments and a greater priority 

in the national budget to rural development. The fiscal 1976 
budget is designed to counter the recessionary trend and 
induce expansion in the economy. 


NEW CAMPAIGN TO ATTRACT FOREIGN INVESTMENT 


Another note of caution in the Economic Trends Report six 
months ago was increasing economic nationalism. This was 
manifested in 1972 with the promulgation of decrees restricting 
foreign ownership of certain types of businesses and 
restricting foreigners engaging in certain occupations. 
Economic nationalism took a more strident form earlier this 
year with the cancellation of the tin mining concession of 

an American-Dutch joint venture in Southern Thailand. 
Recently the government has taken great pains not only to 
reassure present foreign investors but to attract new 

foreign capital. The government has reiterated its commitment 
to private enterprise and to the welcoming of foreign 
investment. Foreign investors will, however, have to fit 

in with the long term development goals of the Thai economy. 
The Prime Minister has said that foreign investment would be 
welcome in those projects which "we realize we cannot do, 

in those projects which would have a high employment factor, 
those projects which are capital intensive, those projects 
which would result in a transfer of technology and management 
know-how, those projects which would be located in the rural 
areas, and those projects which are so set up for the most 
equitable exploitation of our natural resources." The 
Finance Minister in the U.S. in September singled out agro- 
business projects and export oriented industries. 


The Prime Minister in August invited the heads of the foreign 
Chambers of Commerce in Thailand to join in a Foreign 
Investment Advisory Council which would work with the govern- 
ment's Board of Investment on investment policies and problems. 
This new Council could provide a formal avenue for dialogue 
between foreign companies and the government which has been 
lacking in the past. 





1975 - A YEAR OF ECONOMIC RECESSION 


In 1974,booming prices for its major exports gave Thailand a 
cushion against higher oil prices and against the recession. 
In 1975 this cushion is gone and economic activity has 
sagged within the country. Rice exports are down in both 
volume and earnings and demand for imports has softened as 

a consequence of domestic recession. Because of possible 
adverse labor and political reaction, most industrial 
concerns have not engaged in layoffs but production has been 
cut back in such areas as textiles and construction materials 
as unsold inventories have accumulated. While business has 
been poor in many lines, there have been no significant 
bankruptcies. 


Official forecasts still call for an increase in Thailand's 
gross national product in 1975 in the neighborhood of better 
than four percent compared to an increase of 3.8 percent in 
1974 (both figures adjusted for inflation). However, the 
Embassy believes growth will be less than four percent. 
Whatever it is, any increase will be due more to a built-in 
upward bias in the measurement of GDP, than to real growth. 
Agriculture will provide one bright spot in a relatively 
poor year. 


AGRICULTURE HEADED FOR RECORD YEAR 


The outlook for production of Thailand's major crops is for 
record or near-record harvests. Increases in area planted 
and favorable weather conditions presage a record rice crop 
at the turn of the year. The mid-year secondary crop from 
irrigated areas was a large one. With the American rice 
production outlook also favorable, there could be further 
downward pressure on rice prices in the international market. 
This pressure could be offset if wheat prices were to rise. 
Within a certain range the two grains are competitive and a 
higher wheat price could increase demand for rice. However 
these factors interact; it is likely that prices Thailand 
receives for rice in early 1976 will be below those received 
in the first quarter of 1975. 


Sugar could be Thailand's second best foreign exchange earner 
in 1975. As late as 1971, sugar was not an important Thai 
export and ranked behind such tertiary crops as mung beans 
and sorgham. The attraction of high world prices for sugar 
has led to an increase in area planted to sugar, increased 
yields and higher refining capacity. In 1974 sugar ranked 
fifth among Thai exports after rice, corn, rubber and tapioca, 





but this year it should vie with corn for second place as an 
export earner. 


Corn crop estimates also indicate a record harvest. Corn is 
in good demand and prices are favorable. The same is true 
for tapioca, but kenaf demand and prices are soft. The trade 
expects that rubber production will increase by about ten 
percent for the year despite damage caused by floods in early 
1975. 


DEFICIT EXPECTED IN THIS YEAR'S BALANCE OF PAYMENTS 


The Bank of Thailand has officially forecast a balance of 
payments deficit of about $95 million for 1975. Since a 
surplus of $165 million was recorded in the first half, this 
would mean a deficit of around $260 million for the second 
half of 1975. The deficit, which would be the first since 
1970 will result from a larger trade deficit, lower foreign 
investment, and lower U.S. military spending among other 
factors. In the second half of last year the terms of trade 
turned sharply against Thailand as the price of its exports 
declined while the cost of imports continued upward. This 
unfavorable trend was reversed in the first quarter of 1975, 
the most recent period for which such data is available, but 
the unfavorable trend is likely to be resumed. The country's 
net foreign exchange reserves, which reached a high of over 
$1.8 billion in April of this year, stood at less than $1.6 
billion at the end of July. 


This year's projected deficit is not cause for alarm, but 
long-term prospects for continued increases in the cost of 
imports do cause coneern. If measures along the lines of 
Secretary Kissinger's proposals in his speech to the United 
Nations Special Session on September 1 particularly those 
designed to stabilize key commodity markets were to be adopted, 
Thailand might find it acceptable to live with a lower level 
of foreign exchange reserves than monetary authorities here 
have deemed necessary in the past. 


INFLATION EASES GREATLY 


The consumer price index has been reasonably stable since 
May of 1974 after rising about 18 percent in the first five 
months of that year. Food, the major component of the index, 
which rose by 35 percent in the twelve months up to May 1974 
has remained at about the same level since that time. The 
government is now estimating that the inflation rate for the 
full year 1975 will be about six percent. Since Thailand's 
inflation is to a great extent induced by increases in the 





prices for imported goods, should there be a resurgence of 
inflation in the industrialized countries, this would limit 
Thailand's ability to control its own domestic rate of 
inflation. The recent OPEC decision to increase oil prices 

by ten percent will also contribute to inflationary pressures. 


LABOR DEVELOPMENTS 


Thailand's labor scene remains in a state of flux. Strike 
reports continue to make headlines, although the prolonged 
employee-management confrontations of May and June have 

given way to walk-outs by various groups of Royal Thai 
Government employees. The past weeks have witnessed strikes 
and protest demonstrations by Thai Security Guards (hired by 
the RTG to guard US tenanted bases), Bangkok's trash 
collectors, post and telegraph workers, policemen, and city 
bus drivers. With the exception of the security guards, 

all groups returned to work after only a few days. The latest 
spate of strikes are more often than not intended to pressure 
the government to take action or enact legislation that may 
or may not result in direct economic gains for the workers. 
Although union membership and union impact is still small, 
the number of unions registered with the RTG Department of 
Labor continues to grow and worker education programs 
sponsored by the Labor Department and intermational labor 
organizations remain popular. Unemployment is a problem. 
Thailand's job market has been influenced by slumping world 
markets, a slow down in the rate of increase in tourism,reduced 
foreign investment, and the withdrawal of American forces. 
The RTG currently estimates urban unemployment at 5-7 percent 
while noting that 30 percent of recent college graduates 

are seeking employment. The employment statistics are not 
too reliable however and many observers estimate higher 
levels of unemployment and particularly under-employment in 
both the urban and rural sectors. 


PETROLEUM PROSPECTS 


The seven concessionaires drilling in the Gulf of Thailand 
have sunk a total of 24 off-shore wells in the period 1971- 
1975, and have struck natural gas or oil in nine. Although 
this was an unusually high "success ratio" three wells 

drilled in 1974-75 in an effort to delineate the field 

proved dry, raising the spectre, however faintly, that 
petroleum reserves in the Gulf might lie in numerous, isolated 
cells rather than in large reservoirs. However, prospects 
remain good. Oil and condensate were found in two wells 
drilled in July and August 1975 and drilling operations 





planned for 1976 (scaled back recently as a result of U.S. 
Foreign Tax Credit changes) will in all likelihood establish 
whether petroleum deposits in the Gulf are commercially 
viable. In the Andaman Sea, the RTG granted concessions 

to three deepwater blocks during the year. The first Andaman 
Sea drilling operations are scheduled in blocks on the 
continental shelf in 1976. 


IMPLICATIONS FOR THE UNITED STATES 


Decisions by American companies on whether or not to invest 
in Thailand will likely hinge as much on political assessments 
as on economic and commercial factors, and there seems to be 
considerably more confidence in Thailand's political future 
within the local American business community than in company 
board rooms in the United States. Nevertheless, despite 
adverse publicity in the international press about Thailand's 
investment climate, the fact remains that a number of 
American companies evidently have decided recently to.go 
ahead with plans for expansion or new investment. There 

have been, for example, more applications for OPIC insurance 
to cover U.S. investments in Thailand this year than in the 
two preceeding years. With the Thai government actively 
encouraging foreign investment, especially an agri-business 
and export oriented industries, the best investment 
opportunities may well be for companies engaged in such 
activities. There are, however, other opportunities in the 
mining and manufacturing sectors worthy of examination. 


With the over-all drop in investment, it is likely that there 
will be some decline in demand for certain types of products 
such as factory machinery and construction equipment. On 

the other hand, with the current emphasis on rural development, 
increased demand for food processing machinery and other 
agriculturally-related goods and commodities as well as for 
éeectrical transmission equipment may be expected. Depending 
on exploration results, there may also be a growing market 
for equipment in the petroleum and mining industries. Over 
the coming months, the Embassy's trade promotion efforts will 
include emphasis on hospital and medical equipment, printing 
and graphic arts, audio and visual aids, motor vehicle 

repair and maintenance equipment, and equipment for the 
fishing industry. 


Two major industrial projects planned for the future, which 

should generate demand for a wide variety of services and equip- 
ment, are two nuclear power plants, tenders for one or both are 
expected to be issued in early 1976, and a new international 
airport for Bangkok. The government plans to contract for a 
feasibility study to help it decide whether to expand the existing 
Bangkok airport or to build a new one. 








QUARTERLY PUBLICATION ~ 


INTERNATIONAL ECONOMIC INDICATORS 
AND COMPETITIVE TRENDS 


This important new periodical pro- 1 Economic Prospects And Recent Trends 
vides comprehensive, up-to-date 
statistical information for the 
United States and its seven prin- 
cipal industrial competitors — 
France, Federal Republic. of 
Germany, Italy, Netherlands, United 
Kingdom, Japan, and Canada. 


2 Changes in Key Competitive Indicators 


3 Basic Data For Indicators 


Data are presented in four sec- 
tions. 4 Notes And Sources 


International Economic Indicators and Competitive Trends is a valuable reference for 
business analysts, economists and others who wish to assess the relative competitive 
position of the United States. Attractively presented tables, charts, and text provide 
a clear and easily readable source of the latest statistical information. It may be 
used for an overall view of international trends, or as a basis for more detailed anal- 
yses of the economic situation in the major industrial countries. 
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MARKET SHARE REPORTS can help fill 
your export information gap. These easy- 
to-read reports will help you pinpoint new 
sales prospects in a wide range of 
markets. You'll use them extensively to 
identify overall foreign trade trends in 
manufactured goods and to compare 
your own performance in world markets 
with that of other traders 


MARKET SHARE REPORTS give 
detailed commodity and country 
breakdowns and easy-to-reference 
comparative trade figures for the U.S. and 
other major suppliers. And the five-year 
spread of data on trade in more than 800 
commodities gives a precise picture of 
Changing levels of import demand and 
shifts in the relative competitive positions 
of exporting countries 


MARKET SHARE REPORTS for 1969-73 
are offered in two series- 


82 Country Reports—each covering a 
leading importing nation. $3.75 each 
880 Commodity Reports—with data on 
exports from the U.S. and 13 other 
major exporting countries. $2.75 each 
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